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in his business and thereby increase his profit, and he does so by reducing the rate of discount and making loans at a somewhat lower rate. The amount of credit is increased and an influence comes into operation which tends to raise certain prices.
Relative prices, or the relations in which prices stand to each other, are dependent on what I may call economic forces, and are not affected by the Standard of Value. If the price of a quarter of wheat is twice as great as the price of a quarter of oats when the Standard of Value is gold, it will also be twice as great under a Silver Standard.
If, therefore, the prices of certain articles rise because there is an abundant supply of credit, the prices of others tend to rise, also, from economic causes. The necessary money exists ex hypothesi to meet this rise, and owing to the additional demand for money created by the rise in prices, the proportion between his Liabilities and his Reserve which the Banker thinks safe is reached in a longer or shorter time.
It should be noticed that an increase in the Quantity of Money does not cause all prices to rise simultaneously or to rise to exactly the same extent. Apart from the fact that relative prices are always changing, it must be recollected that the prices of some articles are fixed by contracts extending over a consider-